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‘- Report of Indlepe'nd‘en’t Certified Public Ac‘:cou‘nta’nt's |

The Board of Dlrectors and Stockholder
- MCL Fmanmal Group, Inc. .~ '
- Littleton, Colorado ‘

We have audlted the accompanymg statements of financial condrtlon of MCL Fmancral Group, Inc

as - of December 31, 2003 ‘and 2002, and the related statement of operations, cash”flow and -~

stockholder’s equity for the two years then ended that you are filing pursuant to rule 17a- 5 under the
‘ 4'Secur1t1es Exchange Act of 1934 These ﬁnancral statements are the responsibility of the Company s
- management. Our respons1b111ty is to express an oprmon on these fmancral statements based on our

aud1ts ‘ : : ~

We. conducted our audrts n accordance w1th audltmg standards generally accepted in the United.
* States of. America. Those standards require that we plan and perform the audits to obtain reasonable
© assurance about Whether the ﬁnancral statements are free of material misstatement. An audit includes
- examining, on"a test basis, evidence supportmg the amounts ‘and' disclosures .in the financial
statements. An audit also includes assessing the- accountmg pnnmples used and srgmﬁcant estimates
made by management as well as evaluating the overall ﬁnancral statement presentatron We beheve
- 'that our audlts provrde a reasonable basis for our opmron :

.. Inour oprmon the 2003 and 2002 ﬁnan01a1 statements referred to above present farrly, m all materral

respects, the financial position-of MCL Financial Group, Inc. at December 31, 2003 and 2002 and the

- results-of its operations; cash flows and changes in stockholder’s equity for the two years then ended.
-in conformrty W1th accountlng prmmples generally accepted in the United States of Arnerrca

Our audit was conducted for the purpose of formrng an opinion on the basrc ﬁnancral statements
taken as a whole The information contained in the supplementary schedule on page 11-is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but i 1S

_ supplementary information requlred by Rule 174-5 of the Secuntres Exchange Act of 1934. Such:

~ information. has been subj ected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is falrly stated in all matenal respects in relatlon to the basrc ﬁnanc1a1
fstatements taken as a whole.". ‘ - ‘

%W
) L1tt1eton Colorado .

" January 29,2004

M THE INTERNATIONAL '
- -Member Furms in Principal Cmes Around the World -




MCL Fmanmal Group, Inc

Statements of Fmancnal Condltlon

December 31 2003 and 2002

’Assets ,
. Current Asséts
" Cash S
~ Restricted cash
Trade accounts recelvable
‘Prepaid expenses

Total Current Assets SR

Total Assets

_ Llabnlltles and Stockholders Equrty
’7‘ 'Current Liabilities |

.. Accounts payable and accrued expenses
: Marketmg reimbursement payable -
Capltal allocations fees payable
" Deferrred income tax -
*-Income taxes payable ‘
‘ Total Current Llablhtles

Deferred income’ taxes

»Stoc}kh’older s‘Equlty‘ ‘
. Comirion Stock, ne par value:

Authorlzed 5,000,000 shares 1ssued and

, outstandmg 250, OOO
Retamed garnings

“Total Stockholders Equlty

Total Llabllltles and Stockholder sEqulty -

- The accompanying notes are an integral part of these statements.

% 789,780 -
© 0 5000
475, 375
8,175

1278330
91,278,330

$1,066,543

© 6728
L 28245
© 1,110,266

54,384

113,680
168,064 -
©.$1,278,330

2002

13 058 :

5000
61,207
. 3253

82,518
5. 82,518

§ 41,674

54384

. g13 540)
L 40844
'§ 82,518



MCL Fmancral Group, Inc
: Statements of Operatuons - |
For the Years Ended December 31, 2003 and 2002

2003 - . 2002
" Revenites’ Lo e L S
Commissons ~ * S T U85111,603 $ 831,785
Other . S 788 -

. TotlRevemwes . 5112301 831785

o Expenses

Comnns51ons and wages : S . S R ‘4;262;167 S 413,722
. Office salaries and employee beneﬁts PR N
Other operatmg R Do e ".694,759 416,708

Total Expenses .- .. 495926 830430

: Net Incdme Before Taxes - O o SRR 155,465 L ‘1“,‘355'

‘Prowsmn for Income Taxes , L . R
Tax benefit of net operatmg loss can"yback S e R

Currenttaxprowslon T o (28,243) e

'Net‘IncomeTax}BeIieﬁtﬂ(Expehs"e)’ L - 4'[23,245). SRS

NefIncome ~~ .~ = - .. . % 127220 $ 1355 .

The ac'company‘ing“ﬁotes"are an integral part yo'ft\hese’statements.v



MCL FlnanC|a| Group, Inc

: Statements of Cash Flows ' -
For the Years Ended December 31, 2003 and 2002

"Cash Flows From Operatmg Act1v1t1es
--Net income » :
- Adjustments to reconcﬂe net income, to net cash
~used by operatmg activities:
"~ -Rounding difference - :
Changes in operating assets and 11ab111t1es
‘Trade accounts receivable . ‘ =
X Prepalds ‘ o
- Payables, overdraft and accruals
Marketing relmbursement payable

Capltal allocations fee payable
- ,Income taxes payable R

Net Cash Prov1ded (U sed) by Operatmg Act1v1t1es ‘

Net Increase in Cash

Cash at Begmnmg of the Year o

' Cash at End of the Year ‘l | C': 2

: Supplemental Dlsclosures of Cash Flow Informatmn
 Cashpaid for interest -~~~ - , |
o Cash»pald for taxes

1..2003

2417

- $ 3878

The accompanyirig notes are an ihtegralt‘part of ,thes_e‘statements;

A

2002
$ 127,220, § 11,355
; . 1{" :
- (414,168) (13 798)
L (4,922) 1,235
11,024,869 13,624
Coems -
8750 ;
28245 ;
776722 2417
776722
18,058 . 15,641
. $7794780 § 18,058
s 155 8 -
. ;



- MCL Financial Group, Inc.
L Statements of Stockholder's Equ1ty -
For the Years Ended December 31 2003 and 2002 N

o L - Retained
Common Stock .+ Earnings

Authonzed ', Shares Amount-( " (Deficit) ~ -Totals (

".Balance December 31 2001 ' 5,009,0’004";‘, 250,000 3 54384 $(14,895) $ 39,489 -
‘ Netmcome o S e e = 1355 1,355 7

Balance December 31, 2002 5000000 250,000 54384 (13,540) 40,844

Netincome ' 0 L o o e 127,220 - 127,220 .-

BalanceDecember31 2003 ‘.'5‘,0‘0(5,000,' 250,000 $ 54384 $113,680  $168.064

The accompanying note‘s,é‘re'an.integr‘él part of these statements.,



MCL Financial Group, Inc.
~Notes to Financial Statements
- December 31, 2003 and 2002

Organizatioh‘andSignpificant‘Accoun‘ting Policies

| - Orgamzatlon and Nature of Busmess ' ' ‘
- MCL Fmancral Group, Inc. (the Company) was 1ncorporated in the State of Colorado on March
19, 1996 for the purpose of prov1d1ng brokerage services. ‘ :

‘The Company is a reglstered broker-dealer under the Securltles and Exchange Act of 1934 (the _

“Act); with its principal activities consisting of the placement of private offerings as well as, "~

tradrtronal securities. business. Underwrltrng income is recorded at the time the private offermg :
is completed. Tncome :from commissions on stock transact1ons are recorded on a trade date -
- basis, which is the date that a transactron 1s executed ' ‘

C ‘The Company operates pursuant to paragraph (k)(2)(B) of Rule lSc 3of the Act and does notﬁ"
.carry customer accounts or clear transactions. Accordingly, all consumer transactions are
executed and cleared on behalf of the Company by Fiserv Correspondent Services, Inc. (Fiserv) -
on a fully disclosed basis. The Company’s agreement with Fiserv provides that, as clearing
broker, Fiserv will keep siich records of the transactions affected and cleared in the customer
accounts as are customarrly made and kept by a clearing ‘broker pursuant to the requirements of
Rules 17a-3 and 17a-4 of the Act, and perform all services customarily incident thereto. Al |
- customer funds and securities received, if any, are promptly transmitted directly to Fiserv. As a

. result, the Company 1s exempt from the remaining provisions and requirements of Rule 15¢-3

of the Act. In November 2003 the Company changed clearrng brokers to Legent Cleanng" '
: Corporatron : o .

. On January l 2001 all non—brokerage related assets habrhtres and equity accounts were

- transferred to’ MCL Holding, Inc. (Holdrng) in a non- -cash transaction. The result of the

transactron was that the company became a wholly—owned subsrdrary of MCL Holdmg, Inc

' '_ Cash and Cash Equlvalents .

For purposes -of. the statement of changes in ﬁnancral pos1t10n the Company considers all “
hrghly liquid financial 1nstruments purchased with a maturrty of three months or less to be cash

- equrvalents

Use of Estrmates ) ~ ,
The preparat1on of ﬁnan01al statements in conforrmty wrth generally accepted accountlng
’prmcrples requlres management to make estrmates and assumptions that affect the amounts

- ‘reported in the financial statements and accompanymg notes. Actual results could differ from R

: these estlmates .




MCL Flnanmal Group, Inc ,
Notes to Financial Statements (contmued)
December 31 2003 and 2002

,I'ncome Taxes

The Company recognizes deferred tax hab1l1t1es and assets based on the difference between the ,
. financial statements and tax bas1s of assets and: llab111t1es using the enacted tax rates in effect '
- for the year'in which the differences are expected to reverse. The measurement of deferred tax
E assets is réduced, if necessary, by the: ‘amount of any tax. beneﬁts that, based on avallable' ‘
ev1dence are not expected to be reallzed '
: Income tax expense differs from amounts that would be calculated by applymg the federal
‘ /statutory rate because of. the federal surtax, state income tax rates, certam nondeduct1ble'
expenses and net operatlng loss carrybacks if any : g

- For the year ended December 31, 2003 and 2002 the Company W1ll ﬁle a consohdated tax- ° .
return with Holdlng The combined returns show net income of approx1mately $103,000 and -
- $18,000, respectively. The provision for income taxes is provided for in these statements in the

amount of $28,300. Taxes are ‘allocated between the Corporatlons based on the net 1ncome R

(loss) of each entxty

Net Capital Requirements

Pursuant to the net “capital prov151ons of Rule lSc3 1 of the Secuntles and - Exchange' ‘
_ Comm1ss1on the Company-is required to maintain a m1n1mum ‘net capital, -as defined under .-
~.such provisions. Net capital and the related net capltal rat1o (aggregate indebtedness to net
: capltal) may fluctuate ona da11y bas1s _ : '

: ‘Accordlng to Rule 15c3 1, the Company s net capital ratio shall not exceed 8 to 1 for the ﬁrst

- twelve months of operation as a broker-dealer and 15 to 1 thereafter. In addition, equ1ty capital - o

may not be withdrawn or cash dividends pa1d 1f the result1ng net cap1tal rat1o would exceed 10,
to l Net capltal data is as follows »

Net C\apital»: . Aggregate "

‘ - Net Capital Requirements' \ Indebtedness fCapital Ratio
Decernber3l' 2002 837591 s 5000 s 41,674 . 1iltol
December 31, 2003 . % 159,188 Cﬂ $ 74, 018 . 3 l 110 266 ) _ 694 to l[.-

' :' At August 3l 2003 the Company s net capltal ratio was 3l to l



MCL Fmancnal Group, Inc
Notes to Financial Statements (contmued)
December 31 2003 and 2002

‘4. Related Party Transactions

The company occupies office faéiliﬁes and uses office equipment that are leased by Holding from
. an entity controlled by the company’s sole sharcholder. The company paid Holding a -
C fmanagement fee of $96,000 in 2003 and 2002. This’ fee 1ncludes use of the facilities- and -
equipment. Because of the nature of these relatlonshrps the amounts charged may have been '

‘ dlfferent had the partles not been related -

In addition, durrng the years ended December 31 2003 and 2002, the company pald d1V1dends to
Holding in: the amount of $562, OOO and $287 454, respectlvely

5. Coricentrations of Risk ’

General RlSk ‘ . :
- The Company is engaged n the busmess of provrdmg broker servrces Substantlally all income
~ is derived from commissions earned on salés of investment securities. Commission income can
- vary due to ﬂuctuatrons iri the volume of transactions, the dollartvalue of transactions, and the
| frequency of transactions, all.of which are generally beyond the control of the Company The -
' Company s revenues are impacted by global, national, regronal and local economic forces and
. trends. Addltlonally, ‘the Company is dependent on the sales efforts of a small number of :

‘brokers (6 in 2003). Changes in sales activities by brokers could impact th¢ Company. - = g

L. Investmg activities by a customer or group. of customers could also affect the Company

‘ Credlt Risk - ‘ ' ‘ :
< At December. 31, 2003 the Company s bank balances exceeded the rnsured limits by $689 780

R



~ MCL Financial Group,; Inc.
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MCL Fmanmal Group, Inc

Computatlon of Aggregate Indebtedness
~and Net Capltal Pursuant to Rule 15¢3-1

.For the Years Ended December 31 2003 and 2002

 Net Capltal
' Total stockholder s equlty
. Deductions
~'Bquipment and furmture;‘ net
~ Receivables, from related parties -
- Club membership and deposrt '
Other assets. '

Total Deductlons B
Total Net Cap1ta1

‘ “Aggregate Indebtedness

" Payables and accruals
- Income taxes payable o
Other accrued hablhtles -

Total Aggregate Indebtedness '

\ Computatlon of Basic Net Capital Requlrements,

. 62/3% of aggregate indebtdness =~
Minimum net capital - <
Greater of the two amounts - ’

Capttal n excess of requlred minimum

Ratio of aggregate mdebtedness to net cap1tal o

2003

2002

5000 -

| Reconciliation W1th Company s computatlon mcluded in Part II of Form X-17a-5;

Net capital, as reported in Company's Part II C

~ (unaudited) FOCUS Report
- No’ adJustment requlred :

Net capital per above -

10

$ 159,888 |

0§ 150888

. $ 168,063 40,844
8175 3253
8,175 3253
- $ 159,888 37,591
81,066,543 $ 41,674
~ 28,245 s
15478 -
. $1,110,266 - 41,674
$ 74,018
$ 5000
'$ 74018
'3 85870 32,591
694 111



~ Mason Russell West, LLC -
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Report of Independent Cert|f|ed Publlc Accountants
: on :

Internal Control Structure Reqmred by SEC Rule 17a-5

- The Board of Drrectors and Stockholder T
MCL Financial Group; Inc. = - TR
Lrttleton, Colorado | S SR S

, 'In planmng and performlng our aud1t of the ﬁnanmal statements of MCL Fmancral Group, Inc. for the ‘

-year ended December 31, 2003, we considered its internal control structure 1nclud1ng procedures for,

= safeguardmg secuntles Ain order to determine our audltrng procedures for the purpose of expressing ‘
-our opinion on the ﬁnan01al statements and not to provrde assurance on the 1nterna1 control structure

‘ ‘Also as required’ by Rule 17a—5(g) of the"Secun’ties and Ex’change Commission (Com‘mission) 'we B
have made a study of the practices and procedures (1nclud1ng tests of comphance with such practices
- and procedures) followed by MCL Financial Group, Inc. that we considered relevant to the objectives
'~ stated in Rule'17a-5(g) in makmg the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under Rule 17a-3(a)(11) and the procedures for deterrmmng compliance with
. the exemptive prov151ons of Rule 15¢-3-3. We do not review the practrces and procedures followed'by - "~
the Company in making the quarterly securltles examrnatlons counts, verifications, and comparisons,
. and the recordation of differences requrred by Rule l7a-13 or in complying with the requiremerits for .
T prornpt payment for securities under Section 8 of Regulatrons T of the Board of Governors of the
Federal Reserve Systern because the Company does not carry secunty accounts for customers or" ‘
perform custodial functlons relatrng to customer secur1t1es ' B

. The management of the Company is respon51ble for estabhshmg and maintaining an internal controll g
" . structure ‘and the practices and procedures referred to in the preceding paragraph. In fulfilling this
- responsibility, estimates and judgments by management are required to assess.the expected benefits
~_and related. costs of internal control structure policies and procedures and of the practices and
. proceduires referred to in the preceding paragraph and to assess. whether those practices and procedures
'V,can be expected to achleve the Comm1ss10n S above-mentloned Ob] ectrves =

Two of the objectives of an internal control structure and the"practices and procedures are to provide
management with reasonable, but not absolute, assurance - that assets' for ‘which the Company, has
responsibility are safeguarded against loss from unauthorized .use or d1sposrtlon and that transactions
. are executed in accordance with management s authorization and recorded properly to permit
o 'preparatron of financial statements in conforrmty with generally accepted accounting principles. Rule
17a-5(g) lists add1t10na1 objectives. of the practrces and procedures hsted in the preceding paragraph '

M THE INTERNATIONAL

I@ i Member F:rms in Pnnqpal Cmes Around the World
GROU' [ d



‘The Board of Drrectors and Stockholders '
MCL Fmancral Group, Inc o
pPageZ : RTINS

Because of mherent 11m1tat10ns n any mtemal control structure or the practlces ‘and procedures'
-referred to above, ‘errors or fraud may nevertheless occur and not be detected. Also, projection of any -

evaluation of them to. future: penods is subject to.the risk that they may become inadequate because of

- changes n condltrons or that the effectrveness of their. desrgn and operatron may detenorate

l

Our cons1derat10n of the mtemal control structure would not necessanly d1sclose all matters n the o

_‘mternal control structure that ‘might be materral weaknesses under standards established by the -

- American Institute of Certified Public Accountants A matenal weakness is'a ‘condition in which the
‘desrgn or operatron of the specific internal. control struéture elements does not reduce to a relatively -

"~ low level the risk that errors or fraud-in amourits -that would be material in relation to the financial -
~ statements being audited may occur and not be detected within.a timely penod by employees in the - .
. _normal course of - perforrnlng the1r ass1gned ﬁmct1ons However, we noted 1o matters 1nvolv1ng the.. .

" internal control. structure, mcludlng procedures for safeguardmg securities, that we consider to be

' "fmatenal weaknesses as-defined above. In addition, our’ consrderatlon of the internal ‘control structure ',

" indicated that the Company was in comphance with the cond1t1ons of the exemption under Paragraph_" .
7 (K)(2)(B) of Rule-15¢3-3, and no facts ¢ame to our attent1on 1nd1cat1ng that such condrtlons have not a

- been comphed wrth durrng the penod 2 . o

] We understand that pract1ces and procedures that accomphsh the obJectrves referred to in the second
- paragraph of thrs report are consrdered by the” Comm1531on to be adequate for its purposes in
.accordance Wlth the Securities and Exchange Act of 1934 and related regulattons the practices,and

- procedures that ‘do not accomplrsh such obJectrves in. all material. respects mdlcate a material

x'madequacy for such purposes. Based on'this understanding and on our study, we believe that the -
~ 'Company’s practrces and procedures were adequate at December 31 2003 to meet the Commrssron S '
obJectrves - - .

: Thls report is 1ntended solely for. the 1nformat10n and use of the. Board of Drrectors management the

‘ Secunt1es and Exchange Commrssron ‘the Natlonal Association of Secunt1es Dealers, Inc., and other . ‘
- regulatory agencies that rely on rule 17a—5(g) under the- Secuntres Exchange Act of 1934 in their .

‘regulationof registered brokers and dealers, and 1s ‘not 1ntended to be and should not be used by
‘ anyone other than these spec1ﬁed parties. : L

o Ww e

. lJanuary 20,2004
- Littleton, Colorado



MCL Financial Group, Inc.
Notes to Financial Statements (continued)
December 31, 2003 and 2002

Income Taxes

The Company recognizes deferred tax liabilities and assets based on the difference between the
financial statements and tax basis of assets and liabilities using the enacted tax rates in effect
for the year in which the differences are-expected to reverse. The measurement of deferred tax

assets 1s reduced if necessary, by the amount of any tax beneﬁts that, based on available

evidence, are not expected to be realized.

Income tax expenee differs from amounts that would be calculated by applying the federal

statutory rate because of the federal surtax, state income tax rates, certain nondeductible
expenses and net operating loss carrybacks, if any.

For the year ended December 31, 2003 and 2002, the Company will file a consolidated tax

return with Holding. The combined returns show net income of approximately $103,000 and
$18,000, respectively. The provision for income taxes i provided for in these statemerits in the
amount of $28,300. Taxes are allocated between the Corporations based on the net income
(loss) of each entity. : ' -

.~ Net Capital Requirements

Pursuant to the net capltal provisions of Rule 15¢3-1 of the Securities and Exchange
Commission, the Company is required to maintain a minimum net capital, as defined under
such provisions. Net capital and the related net cap1ta1 rat1o (aggregate mdebtedness to net
capltal) may ﬂuctuate ona daﬂy bas1s :

According to Rule 15¢3- 1 the Company s net capital ratio shall not exceed 8 to 1 for the first

twelve months of operation as a broker-dealer and 15 to 1 thereafter. In addition, equity capital
may not be withdrawn or cash d1v1dends pald if the resulting net cap1ta1 ratio would exceed 10
to 1. Net capital data is as follows:

Net Capital Aggregate

Nef Capital Requirements . Indebtedness Capital Ratio
December 31, 2002 $ 37,591 $ 5,000 $ 41,674 1.11 tol
December 31, 2003 § 159,188 $ 74,018 $ 1,110,266 6.94to0 1

At August 31, 2003, the Company’s net capital ratio was 31 to 1.



MCL Financial Group, Inc.
Computation of Aggregate indebtedness
and Net Capital Pursuant to Rule 15¢3-1

For the Years Ended December 31, 2003 and 2002

Net Capital
Total stockholder S equ1ty
Deductions
Equipment and furniture, net
Receivables, from related parties
Club membership and dep051t '
Other assets

Total Deduction_s S
Total Net Capital

Aooregate Indebtedness
Payables and accruals
Income taxes payable .
Other accrued liabilities:

Total Aggregate Indebtedness ,

Computation of Basic Net Capital Requirements

6 2/3% of aggregate indebtdness
Minimum net capital ' ‘
Greater of the two amounts

Capital in excess of required minimum

Ratio of aggregate ihdébtedness fo net capital -

Reconciliation with Company's computation included in Part 11 of Form X-17a-5:

Net capital, as reported in Company's Part 11
(unaudited) FOCUS Report
No adjustment required

Net capitialv per above

10

$ . 159,888

$ 159,888

2003 2002

$ 168,063 40,844
8,175 3,253

8175 3253

$ 159,888 37,591

$1,066,543 41,674
28,245 )
15,478 _

$1,110,266 41,674

$ 74018

$ 5000

$ 74,018 5,000

$ 85870 32,591
6.94 1.11



